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FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554
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CC Docket No. 96-262

REPLY COMMENTS

BellSouth Corporation and BellSouth Telecommunications, Inc. ("BellSouth") hereby

submit their Reply to Comments on the Further Notice ofProposed Rulemaking ("Notice")

released by the Commission on May 16, 1997 in the above referenced proceeding. I

In the Notice, the Commission solicited comments on two issues: (1) whether

presubscribed interexchange carriers charges (PICCs) should be applied to special access; and

(2) whether the Part 69 cost allocation rules should be amended so as to allocate a portion of

General Support Facilities (GSF) investment to the non-regulated billing and collection access

element. Eighteen parties filed comments in this proceeding.

Without exception, all of the parties commenting in this proceeding oppose the

Commission's tentative conclusion to assess a PICC on special access services. The Comments

represent the views of the full range of industry participants including end users, interexchange

carriers, information service providers, trade associations and local exchange carriers. All agree

that assessment ofPICCs on special access services would not achieve the Commission's

Access Charge Reform, CC Docket No. 96-262; Price Cap Performance Review for
Local Exchange Carriers, CC Docket No. 94-1; Tramport Rate Structure, CC Docket No. 91­
213; and End User Common Line Charges, CC Docket No. 95-72, First Report and Order,
("Access C:'harge Reform Order") and Further Notice of Proposed Rulemaking, ("Notice") FCC
97-158, released May 16, 1997.
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intended results. For instance, most LECs agree that assessment of a PICC on special access

lines would make special access services less competitive. 2 The LECs point out that assessment

of PICCs on special access services will do nothing to deter uneconomic service bypass because

of the competitive alternatives to LEC provided services that already exist3 The IXCs likewise

oppose the assessment of the PICC on the basis that such charges would force IXCs that

purchase special access from incumbent LECs to pay artificially higher special access charges.

All of these comments confirm BellSouth's view that the Commission cannot cure an existing

implicit subsidy problem by creating a new implicit subsidy mechanism.

Not surprisingly, the IXCs urge the Commission to modifY the Part 69 rules to allocate

GSF costs to the billing and collection element. Their goal is obvious--pursue any mechanism,

regardless of merit, to reduce access charges. None of these parties, however, even consider the

fact that existing Part 69 allocation rules over allocate costs to the billing and collection

element. 4 Furthermore, the current over-assignment of costs would be exacerbated by the

general expense allocator proposed in the Notice and supported by most IXCs. As the LEC

comments show, the general expense allocator proposed in the Notice is too broad and would

result in the allocation of costs that are totally unrelated to billing and collection. 5

BellSouth suggests that the matter of cost allocation requires a more complete analysis,

starting with jurisdictional separations reform. The band-aid approach to fixing problems, as

See e.g., Bell Atlantic at 3; GTE at 3; US West at 3.

See e.g., USTA at 3, Bell Atlantic at 3, U S West at 3.

BellSouth at 5-6.

For example, USTA pointed out that the general expense allocator would assign costs
associated with special purpose vehicles, garage equipment, aircraft, etc. that have nothing to do
with billing and collection. USTA at 4.
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contemplated by this Notice, may be more detrimental than the original condition that the

Commission sought to remedy. Nevertheless, if the Commission decides to take some action

now, then it should adopt the approach suggested by USTA. In its comments, USTA proposes

that the general purpose computer net investment in Account 2124 to net investment in Account

2110 be identified using already available accounting data. The interstate general purpose

computer investment amount would be allocated using a slightly modified "Big Three Expense"

allocator. The remainder of Account 2110, would be allocated to all other access elements

using the current investment allocator. This approach, which is also supported by many parties,6

would mitIgate the misallocation of unrelated billing and collection costs to the billing and

collection element.

Respectfully submitted,

BELLSOUTH CORPORATION
BELLSOUTH TELECOMMUNICATIONS, INC.

DATE: July It, 1997

By:~~~
M. Robert Sutherland
Richard M. Sbaratta

Their Attorneys

Suite 1700
t t 55 Peachtree Street, N. E.
Atlanta, Georgia 30309-3610
(404) 249-3386

6 See, e.g., Comments of GTE, Ameritech, Cincinnati, and SNET
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CERTIFICATE OF SERVICE

July 11, 1997

1hereby certify that I have this 11th day ofJuly, 1997 served the following parties to this

action with a copy of the foregoing REPLY COMMENTS by placing a true and correct copy

of the same in the United States Mail, postage prepaid, addressed to the parties on the attached

service list.
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Jonathan Jacob Nadler
Information Technology

Association of America
Internet Access Coalition
1201 Pennsylvania Avenue, N. W. - Box 407
Washington, DC 20044

Joseph Di Bella
NYNEX
1300 I Street, N.W.
Suite 400 West
Washington, DC 20005

Michael J. Shortley, III
Frontier Corporation
180 South Clinton Avenue
Rochester, New York 14646

Thomas E. Taylor
Sr. Vice President-General Counsel
Cincinnati Bell Telephone Company
201 East Fourth Street, 6th Floor
Cincinnati, Ohio 45202

Mark C. Rosenblum
Peter H. Jacoby
Judy Sello
AT&T Corporation
Room 324511
295 North Maple Avenue
Basking Ridge, New Jersey 07920

Bradley Stillman
Don Sussman
Alan Buzacott
MCI Communications Corporation
1801 Pennsylvania Avenue, N.W.
Washington, DC 20006

Edward Shakin
Bell Atlantic Telephone Companies
1320 North Court House Road
Arlington, VA 22201

Christopher J. Wilson
Christine M. Strick
Cincinnati Bell Telephone Company
FROST & JACOBS LLP
2500 PNC Center
201 East Fifth Street
Cincinnati, Ohio 45202

Wendy S. Bluemling
Director-Regulatory Affairs
Southern New England Telephone Company
227 Church Street
New Haven, CT 06510

Linda Kent
Mary McDermott
Keith Townsend
Hance Haney
United States Telephone Association
1401 H Street, N. W., Suite 600
Washington, DC 20005
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Sprint Corporation
1850 M Street, N. W., 11th Floor
Washington, DC 20036

Robert B. McKenna
U S West, Inc.
Suite 700
1020 19th Street, N. W.
Washington, DC 20036

Gail L. Polivy
Ward W. Wueste
GTE Service Corporation
1850 M Street, N. W.
Suite 1200
Washington, DC 20036

Wayne V. Black
C. Douglas Jarrett
Susan M. Hafeli
American Petroleum Institute
Keller and Heckman LLP
1001 G Street, N.W.
Suite 500 West
Washington, DC 20001

Nancy C. Woolf
Pacific Bell and Nevada Bell
140 New Montgomery Street
Room 1523
San Francisco, California 94105

Competitive Pricing Division
CCB - Room 518
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Washington, DC 20554

R. Michael Senkowski
Gregory J. Vogt
Kenneth J. Krisko
GTE Service Corporation
Wiley, Rein & Fielding
1776 K Street, N. W.
Washington, DC 20006

Michael S. Pabian
Ameritech
Room 4H82
2000 West Ameritech Center Drive
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Genevieve Morelli
Executive V. P. and General Counsel
Competitive Telecommunications Association
Suite 800
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Washington, DC 20036



Robert 1. Aamoth
Steven A. Augustino
Kelley Drye & Warren LLP
Competitive Telecommunications Association
1200 Nineteenth Street, N. W., Suite 500
Washington, DC 20036

Donna N. Lampert
James 1. Valentino
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701 Pennsylvania Avenue, N. W.
Suite 900
Washington, DC 20004

George Vradenburg, III
William W. Burrington
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America Online, Inc.
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Washington, DC 20036
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Users Committee
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